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on the market and how he chooses stocks. And I read about Donald 
Trump, trying to find out how he negotiates and puts deals together. 

Just as I was not me when I was up to bat, when I’m in the market 
or lm negotiating a deal, I am subconsciously acting with the bravado 
of Trump. Or when analyzing a trend, I look at it as though Warren 
Buffet were doing it. By having heroes, we tap into a tremendous 
source of raw genius. 

But heroes do more than simply inspire us. Heroes make things look 
easy. Making it look easy convinces us to want to be just like them. 

“If they can do it, so can I.” 

When it comes to investing, too many people make it sound hard. 


Instead, find heroes who make it look easy. 
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10. Teach and you shall receive: the power of giving 

Both of my dads were teachers. My rich dad taught me a lesson 
I have carried all my life: the necessity of being charitable or giving. 
My educated dad gave a lot of his time and knowledge, but almost 
never gave away money. 

He usually said that he would give when he had some extra money, 
but of course there was rarely any extra. 

My rich dad gave money as well as education. He believed firmly 
in tithing. “If you want something, you first need to give,” he would 
always say. When he was short of money, he gave money to his church 
or to his favorite charity. 

If I could leave one single idea with you, it is that idea. Whenever 
you feel short or in need of something, give what you want first and 
it will come back in buckets. That is true for money, a smile, love, or 
friendship. I know it is often the last thing a person may want to do, 
but it has always worked for me. I trust that the principle of reciprocity 
is true, and I give what I want. I want money, so I give money, and 
it comes back in multiples. I want sales, so I help someone else sell 
something, and sales come to me. I want contacts, and I help 
someone else get contacts. Like magic, contacts come to me. I heard 
a saying years ago that went: “God does not need to receive, but 
humans need to give.” 

My rich dad would often say, “Poor people are more greedy than 
rich people.” He would explain that if a person was rich, that person 
was providing something that other people wanted. In my life, 
whenever I have felt needy or short of money or short of help, I simply 
went out or found in my heart what I wanted, and decided to give it 
first. And when I gave, it always came back. 

It reminds me of the story of the guy sitting with firewood in his 
arms on a cold, freezing night. He is yelling at the pot-bellied stove, 
“When you give me some heat, then I'll put some wood in you!” And 
when it comes to money, love, happiness, sales, and contacts, all one 


needs to remember is to give first. 
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Often just the process of thinking of what I want, and how I could 
give that to someone else, breaks free a torrent of bounty. Whenever I feel 
that people aren't smiling at me, I simply begin smiling and saying hello. 
Like magic, the next thing I know I’m surrounded by smiling people. It is 
true that your world is only a mirror of you. 

So that’s why I say, “Teach, and you shall receive.” I have found that 
the more I teach those who want to learn, the more I learn. If you want 
to learn about money, teach it to someone else. A torrent of new ideas 
and finer distinctions will come in. 

‘There are times when I have given and nothing has come back, or 
what I have received is not what I wanted. But upon closer inspection 
and soul searching, I was often giving to receive in those instances, 
instead of giving for the joy that giving itself brings. 

My dad taught teachers, and he became a master teacher. My 
rich dad always taught young people his way of doing business. In 
retrospect, it was their generosity with what they knew that made 
them smarter. There are powers in this world that are much smarter 
than we are. You can get there on your own, but it’s easier with the 
help of the powers that be. You only need to be generous with what 


you have. 
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STILL WANT MORE? 
HERE ARE SOME TO DO'S 


Many people may not be satisfied with my 10 steps. They see them 
more as philosophies than actions. I think understanding the philosophy 
is just as important as the action. There are many people who want to do 
instead of think, and then there are people who think but do not do. I 
would say that I am both. I love new ideas, and I love action. 

So for those who want a to-do list on how to get started, I will 
share with you some of the things I do, in abbreviated form. 


e Stop doing what youve doing. In other words, take a break and 
assess what is working and what is not working. The definition 
of insanity is doing the same thing over and over and expecting 
a different result. Stop doing what is not working, and look for 
something new. 


e Look for new ideas. For new investing ideas, I go to bookstores 
and search for books on different and unique subjects. I call 
them formulas. I buy how-to books on formulas I know 
nothing about. 


For example, in the bookstore I found the book The 16 Percent 
Solution by Joel Moskowitz. I bought the book and read it 
and the next Thursday, I did exactly as the book said. Most 
people do not take action, or they let someone talk them out 
of whatever new formula they are studying. My neighbor told 
me why 16 percent would not work. I did not listen to him 
because he’s never done it. 
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Find someone who has done what you want to do. Take them 

to lunch and ask them for tips and tricks of the trade. As for 

16 percent tax-lien certificates, I went to the county tax office 
and found the government employee who worked in that office. 
I found out that she, too, invested in the tax liens. Immediately, 
I invited her to lunch. She was thrilled to tell me everything 
she knew and how to do it. After lunch, she spent all 
afternoon showing me everything. By the next day, I found 
two great properties with her help that have been accruing 
interest at 16 percent ever since. It took a day to read the 
book, a day to take action, an hour for lunch, and a day to 
acquire two great deals. 


Take classes, read, and attend seminars. | search newspapers and 
the Internet for new and interesting classes, many of which are 
free or inexpensive. I also attend and pay for expensive 
seminars on what I want to learn. I am wealthy and free from 
needing a job simply because of the courses I took. I have 
friends who did not take those classes who told me I was 


wasting my money, and yet they’re still at the same job. 


Make lots of offers. When I want a piece of real estate, I look 
at many properties and generally write an offer. If you don't 
know what the right offer is, neither do I. That is the job of 
the real estate agent. They make the offers. I do as little work 
as possible. 


A friend wanted me to show her how to buy apartment houses. 


So one Saturday she, her agent, and I went and looked at six 


apartment houses. Four were dogs, but two were good. I said to write 


offers on all six, offering half of what the owners asked for. She and the 


agent nearly had heart attacks. They thought it was rude, and would 


offend the sellers, but I really don’t think the agent wanted to work 


that hard. So they did nothing and went on looking for a better deal. 


No offers were ever made, and that person is still looking for the right 


deal at the right price. Well, you dont know what the right price is until 
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you have a second party who wants to deal. Most sellers ask too much. 
It is rare that a seller asks a price that is less than something is worth. 

Moral of the story: Make offers. People who are not investors have no 
idea what it feels like to try to sell something. I have had a piece of real 
estate that I wanted to sell for months. I would have welcomed any offer. 
‘They could have offered me 10 pigs, and I would have been happy— 
not at the offer, but just because someone was interested. I would have 
countered, maybe for a pig farm in exchange. But that’s how the game 
works. The game of buying and selling is fun. Keep that in mind. It’s fun 
and only a game. Make offers. Someone might say yes. 

I always make offers with escape clauses. In real estate, I make an 
offer with language that details “subject-to” contingencies, such as the 
approval of a business partner. Never specify who the business 
partner is. Most people don’t know that my partner is my cat. If they 
accept the offer, and I don’t want the deal, I call home and speak to 
my cat. I make this ridiculous statement to illustrate how absurdly easy 
and simple the game is. So many people make things too difficult and 
take it too seriously. 

e Finding a good deal, the right business, the right people, the 

right investors, or whatever is just like dating. You must go 

to the market and talk to a lot of people, make a lot of offers, 
counteroffers, negotiate, reject, and accept. I know single 
people who sit at home and wait for the phone to ring, but it’s 
better to go to the market, even if it’s only the supermarket. 
Search, offer, reject, negotiate, and accept are all parts of the 


process of almost everything in life. 


e Jog, walk, or drive a certain area once a month for 10 minutes. 
I have found some of my best real estate investments doing 
this. I will jog a certain neighborhood for a year and look for 
change. For there to be profit in a deal, there must be two 
elements: a bargain and change. There are lots of bargains, but 
it’s change that turns a bargain into a profitable opportunity. 
So when I jog, I jog a neighborhood I might like to invest in. 


It is the repetition that causes me to notice slight differences. 
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I notice real estate signs that are up for a long time. That 
means the seller might be more agreeable to deal. I watch for 
moving trucks going in or out. I stop and talk to the drivers. I 
talk to the postal carriers. It’s amazing how much information 
they acquire about an area. I find a bad area, especially an 

area that the news has scared everyone away from. I drive it for 
sometimes a year waiting for signs of some thing changing for 
the better. I talk to retailers, especially new ones, and find out 
why they're moving in. It takes only a few minutes a month, and 
I do it while doing something else, like exercising, or going to 
and from the store. 


e — Shop for bargains in all markets. Consumers will always be 
poor. When the supermarket has a sale, say on toilet paper, the 
consumer runs in and stocks up. But when the housing or stock 
market has a sale, most often called a crash or correction, the same 
consumer often runs away from it. When the supermarket raises 
its prices, the consumer shops somewhere else. But when housing 
or the stock market raise their prices, the same consumer often 
rushes in and starts buying. Always remember: Profits are made 
in the buying, not in the selling. 


e Look in the right places. A neighbor bought a condominium for 
$100,000. I bought the identical condo next door for 
$50,000. He told me he’s waiting for the price to go up. I told 
him that profit is made when you buy, not when you sell. He 
shopped with a real estate broker who owns no property of her 
own. I shopped at the foreclosure auction. I paid $500 for a 
class on how to do this. 


My neighbor thought that the $500 for a real estate investment 
class was too expensive. He said he could not afford the money, 
or the time. So he waits for the price to go up. 


170 


Rich Dad Poor Dad 


e Look for people who want to buy first. Then look for someone who 
wants to sell. A friend was looking for a certain piece of land. 
He had the money but did not have the time. I found a large 
piece of land, larger than what my friend wanted to buy, tied 
it up with an option, called my friend, and he said he wanted 
a piece of it. So I sold the piece to him and then bought the 
land. I kept the remaining land as mine for free. Moral of the 
story: Buy the pie, and cut it in pieces. Most people look for 
what they can afford, so they look too small. They buy only 
a piece of the pie, so they end up paying more for less. Small 
thinkers don’t get the big breaks. If you want to get richer, 
think big. 


e Think big. Retailers love giving volume discounts, simply 
because most business people love big spenders. So even if 
youre small, you can always think big. When my company 
was in the market for computers, I called several friends and 
asked them if they were ready to buy also. We then went to 
different dealers and negotiated a great deal because we wanted 
to buy so many. I have done the same with stocks. Small 
people remain small because they think small, act alone, or 
don’ act all. 


e Learn from history. All the big companies on the stock 
exchange started out as small companies. Colonel Sanders did 
not get rich until after he lost everything in his 60s. Bill Gates 


was one of the richest men in the world before he was thirty. 


e Action always beats inaction. 
‘These are just a few of the things I have done and continue to do 
to recognize opportunities. The important words are “have done” and 


“do.” As repeated many times throughout the book, you must take 
action before you can receive the financial rewards. Act now! 
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I would like to share some final thoughts with you. 

‘The main reason I wrote this book, and the reason it has remained 
a bestseller since 2000, was to share insights into how increased financial 
intelligence can be used to solve many of life’s common problems. Without 
financial training, we all too often use the standard formulas to get through 
life: Work hard, save, borrow, and pay excessive taxes. Today, more than 
ever, we need better information. 

I use the following story as an example of a financial problem that 
confronts many young families today. How do you afford a good 
education for your children and provide for your own retirement? 

It requires using financial intelligence instead of hard work. 

A friend of mine was griping one day about how hard it was to 
save money for his four children’s college educations. He was putting 
$300 away in a college fund each month and had so far accumulated 
only about $12,000. He had about 12 more years to save for college 
since his oldest child was then six years old. 

At the time, the real estate market in Phoenix was terrible. People 
were giving houses away. I suggested to my friend that he buy a house 
with some of the money in his college fund. The idea intrigued him, 
and we began to discuss the possibility. His primary concern was that 
he did not have credit with the bank to buy another house since he 
was so over-extended. I assured him that there were other ways to 
finance a property rather than through the bank. 

We looked for a house for two weeks, a house that would fit all our 
criteria. There were plenty to choose from so shopping was fun. Finally, 
we found a three-bedroom, two-bath home in a prime neighborhood. 


The owner had been downsized and needed to sell that day because he 
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and his family were moving to California where another job waited. 
The owner wanted $102,000, but we offered only $79,000. He took 

it immediately and agreed to carry back the loan with a 10 percent 
down payment. All my friend had to come up with was $7,900. As 
soon as the owner moved, my friend put the house up for rent. After all 
expenses were paid, including the mortgage, he put about $125 in his 
pocket each month. 

His plan was to keep the house for 12 years and let the mortgage 
get paid down faster by applying the extra $125 to the principal each 
month. We figured that in 12 years, a large portion of the mortgage 
would be paid off and he could possibly be clearing $800 a month by 
the time his first child went to college. He could also sell the house if it 
had appreciated in value. 

Three years later, the real estate market greatly improved in 
Phoenix and he was offered $156,000 for the same house by the 
tenant who lived in it. Again, he asked me what I thought. I advised 
that he sell it, using a 1031 tax-deferred exchange. 

Suddenly, he had nearly $80,000 to operate with. I called another 
friend in Austin, Texas, who then moved this tax-deferred capital gain 
into a mini-storage facility. Within three months, he began receiving 
checks for a little less than a $1,000 a month which he then poured 
back into the college fund. 

A couple of years later, the mini-warehouse sold, and he received 
a check for nearly $330,000 as proceeds from the sale. He rolled those 
funds into a new project that would now generate over $3,000 a 
month in income, again, going into the college fund. He is now very 
confident that his goal will be met easily. 

It only took $7,900 to start and a little financial intelligence. His 
children will be able to afford the education they want, and he will 
then use the underlying asset, wrapped in his legal entity, to pay for his 
retirement. As a result of this successful investment strategy, he will be 
able to retire early. 

Thank you for reading this book. I hope it has provided some 


insights into utilizing the power of money to work for you. Today, we 
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need greater financial intelligence to simply survive. The idea that “it takes 
money to make money” is the thinking of financially unsophisticated 
people. It does not mean that they're not intelligent. They have simply not 
learned the science of money making money. 

Money is only an idea. If you want more money, simply change 
your thinking. Every self-made person started small with an idea, and 
then turned it into something big. The same applies to investing. It 
takes only a few dollars to start and grow it into something big. I meet 
so many people who spend their lives chasing the big deal, or trying to 
amass a lot of money to get into a big deal, but to me that is foolish. Too 
often I have seen unsophisticated investors put their large nest egg into 
one deal and lose most of it rapidly. They may have been good workers, 
but they were not good investors. 

Education and wisdom about money are important. Start early. 
Buy a book. Go to a seminar. Practice. Start small. I turned $5,000 cash 
into a one-million-dollar asset producing $5,000 a month cash flow in 
less than six years. But I started learning as a kid. I encourage you to 
learn, because it’s not that hard. In fact, it’s pretty easy once you get the 
hang of it. 

I think I have made my message clear. It’s what is in your head that 
determines what is in your hands. Money is only an idea. There is a 
great book called Think and Grow Rich. The title is not Work Hard 
and Grow Rich, Learn to have money work hard for you, and your 


life will be easier and happier. Today, don’t play it safe. Play it smart. 


The Three Incomes 


In the world of accounting, there are three different types of income: 
1. Ordinary earned 
2. Portfolio 


3. Passive 
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When my poor dad said to me, “Go to school, get good grades, 
and find a safe secure job,” he was recommending I work for earned 
income. When my rich dad said, “The rich don’t work for money. 
They have their money work for them,” he was talking about passive 
income and portfolio income. Passive income, in most cases, is income 
derived from real estate investments. Portfolio income is income 
derived from paper assets such as stocks and bonds. Portfolio income 
is the income that makes Bill Gates the richest man in the world, not 
earned income. 

Rich dad used to say, “The key to becoming wealthy is the 
ability to convert earned income into passive income or portfolio 
income as quickly as possible.” He would say, “Taxes are highest on 
earned income. ‘The least-taxed income is passive income. ‘That is 
another reason why you want your money working hard for you. The 
government taxes the income you work hard for more than the income 
your money works hard for.” 

In my second book, Rich Dads CASHFLOW Quadrant, I explain 
the four different types of people who make up the world of business. 
‘They are E (Employee), S (Self-employed), B (Business Owner), and 
I (Investor). Most people go to school to learn to be an E or an S. The 
CASHFLOW Quadrant is written about the core differences of these 
four types and how people can change their quadrant. In fact, most 
of our products are created for people in the B and I quadrants. 

In Rich Dads Guide to Investing, book number three in the Rich 
Dad series, I go into more detail on the importance of converting 
earned income into passive and portfolio income. Rich dad used to 
say, “All a real investor does is convert earned income into passive 
and portfolio income. If you know what you're doing, investing is not 


risky. It’s just common sense.” 


The Key to Financial Freedom 


‘The key to financial freedom and great wealth is a person’s ability to 
convert earned income into passive and/or portfolio income. My rich dad 
spent a lot of time teaching Mike and me this skill. Having this ability is 
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the reason my wife Kim and I are financially free, never needing to work 
again. We continue to work because we choose to. Today we own a real 
estate investment company for passive income and participate in private 
placements and initial public offerings of stock for portfolio income. 

We also went back to work to build a financial-education company 
so that we can continue to create and publish books and games. All of 
our educational products are created to teach the same skills my rich 
dad taught me, the skills of converting earned income into passive and 
portfolio income. 

The games we create are important because they teach what books 
cannot teach. For example, you could never learn to ride a bicycle by 
only reading a book. Our CASHFLOW games for adults and 
CASHFLOW for Kids game are designed to teach players the basic 
investment skills of converting earned income into passive and 
portfolio income. They also teach the principles of accounting and 
financial literacy. These games are the only educational products in 


the world that teach people all of 


You can play these skills simultaneously. 
CASHFLOW Classic CASHFLOW 202 is the advanced 
on the web at version of CASHFLOW 101 and 
www.richdad.com requires the game board from 101, as 

and learn to convert well asa full understanding of 101, 
earned income into before it can be played. CASHFLOW 
passive and/or 101 and CASHFLOW for Kids 
portfolio income teach the principles of fundamental 


investing. CASHFLOW 202 teaches the 
principles of technical investing. Technical investing involves advanced 
trading techniques such as short selling, call options, put options, and 
straddles. A person who understands these advanced techniques is able 
to make money when the market goes up, as well as when the market 
comes down. As my rich dad would say, “A real investor makes money 
in an up market and a down market. That is why they make so much 
money.” One of the reasons they make more money is simply because 
they have more self-confidence. Rich dad would say, “They have more 
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self-confidence because they are less afraid of losing.” In other words, the 
average investor does not make as much money because they are so afraid 


of losing money. The average investor does not know how to protect 
themselves from losses, and that is what CASHFLOW 202 teaches. 


Average investors think investing is risky because they have not 
been formally trained to be professional investors. As Warren Buffett, 
America’s richest investor says, “Risk comes from not knowing what 
youre doing.” My board games teach the simple basics of fundamental 
investing and technical investing while people are having fun. 

I occasionally hear someone say, “Your educational games are 
expensive,” which poses the question of ROI, the return on investment, 
or the value returned for the price paid. I nod my head and reply, “Yes, 
they may be expensive, especially when compared to entertainment board 
games. But my games are not as expensive as a college education, working 
hard all your life for earned income, paying excessive taxes, and then 
living in terror of losing all of your money in the investment markets.” 

When someone walks away mumbling about the price, I can hear 
my rich dad saying, “If you want to be rich, you must know what kind 
of income to work hard for, how to keep it, and how to protect it from 
loss. That is the key to great wealth.” Rich dad would also say, “If you 
do not understand the differences in those three incomes and do not 
learn the skills on how to acquire and protect those incomes, you will 
probably spend your life earning less than you could and working harder 
than you should.” 

My poor dad thought a good education, a good job, and years of 
hard work were all you needed to be successful. My rich dad also thought 
a good education was important. But to him it was also important 
that Mike and I know the differences in the three incomes and what 
kind of income to work hard for. To him, that was basic financial 
education. Knowing the differences in the three incomes and learning 
the investment skills of how to acquire the different incomes is basic 
education for anyone who strives to acquire great wealth and achieve 
financial freedom—a special kind of freedom that only a few will ever 
know. As rich dad states in lesson number one, “The rich do not work 
for money. They know how to have money work hard for them.” 
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Rich dad said, “Ordinary earned income is money you work for, 
and passive and portfolio income is money working for you.” Knowing 
that little difference has been significant in my life. Or, as Robert Frost 
ends his poem, “And that has made all the difference.” 


Take Action! 


All of you were given two great gifts: your mind and your time. 
It is up to you to do what you please with both. With each dollar bill 
that enters your hand, you, and only you, have the power to determine 
your destiny. Spend it foolishly, and you choose to be poor. Spend it 
on liabilities, and you join the middle class. Invest it in your mind and 
learn how to acquire assets, and you will be choosing wealth as your 
goal and your future. The choice is yours, and only yours. Every day 
with every dollar, you decide to be rich, poor, or middle class. 

Choose to share this knowledge with your children, and you 
choose to prepare them for the world that awaits. No one else will. 

You and your children’s future will be determined by choices you 
make today, not tomorrow. 

I wish you great wealth and much happiness with this fabulous 
gift called life. 

— Robert Kiyosaki 
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Editor’s Note 


The Times They Are A-Changin’ 


There have been many changes in our economy and the investing 
landscape since Rich Dad Poor Dad was first published in 1997. Fourteen 
years ago, Robert Kiyosaki challenged conventional wisdom with his 
bold statement that “your house is not an asset.” His contrarian views on 


money and investing were met with skepticism, criticism, and outrage. 


In 2002, Robert’s book, Rich Dad’ Prophecy, advised that we prepare for 
an upcoming financial market crash. In 2006, Robert joined forces with 
Donald Trump to write Why We Want You To Be Rich, a book inspired by 
their concern for the shrinking middle class in America. 


Robert continues to be a passionate advocate for the importance and 
power of financial education. Today, in the wake of the subprime fiasco, 
record home foreclosures, and a global economic meltdown that is 

still raging, his words seem not only prophetic, but enlightened. Many 


skeptics have become believers. 


In preparing the 2011 edition of Rich Dads CASHFLOW Quadrant, 
Robert realized two things: that his message and teachings have withstood 
the test of time, and that the investment landscape, the world in which 
investors operate, has changed dramatically. These changes have affected, 
and will continue to affect, those in the I (Investor) quadrant and have 
fueled Robert’s decision to update an important section in this book— 
Chapter Five: The Five Levels of Investors. 
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Preface 


WHAT IS YOUR 
LIFE'S GOAL? 


“What do you want to be when you grow up?” ‘That is a question 
most of us have been asked. 

I had many interests as a kid, and it was easy to choose. If it 
sounded exciting and glamorous, I wanted to do it. I wanted to be a 
marine biologist, an astronaut, a Marine, a ship’s officer, a pilot, and 
a professional football player. 

I was fortunate enough to achieve three of those goals: a Marine 
Corps officer, a ship’s officer, and a pilot. 

I knew I did not want to become a teacher, a writer, or an accountant. 
I did not want to be a teacher because I did not like school. I did not want 
to be a writer because I failed English twice. And I dropped out of my 
MBA program because I could not stand accounting. 

Ironically, now that I have grown up, I have become everything 
I never wanted to become. Although I disliked school, today I own an 
education company. I personally teach around the world because I love 
teaching. Although I failed English twice because I could not write, 
today I am best known as an author. My book, Rich Dad Poor Dad, was 
on the New York Times best-sellers list for over seven years and is one of 
the top three best-selling books in the United States. The only books 
ahead of it are The Joy of Sex and The Road Less Traveled. Adding one 
more irony, Rich Dad Poor Dad and my CASHFLOW” board game are 
a book and a game about accounting, another subject I struggled with. 

So what does this have to do with the question: “What is your goal 


in life?” 
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The answer is found in the simple, yet profound, statement by 
a Vietnamese monk, Thich Naht Hahn: “The path is the goal.” In 
other words, finding your path in life is your goal in life. Your path is 
not your profession, how much money you make, your title, or your 
successes and failures. 

Finding your path means finding out what you were put here on 
this earth to do. What is your life’s purpose? Why were you given this 
gift called life? And what is the gift you give back to life? 

Looking back, I know going to school was not about finding my 
life’s path. I spent four years in military school, studying and training 
to be a ship’s officer. If I had made a career sailing for Standard Oil 
on their oil tankers, I would never have found my life’s path. If I had 
stayed in the Marines or had gone to fly for the airlines, I would never 
have found my life’s path. 

Had I continued on as a ship’s officer or become an airline pilot, 

I would never have become an international best-selling author, 
been a guest on the Oprah show, written a book with Donald 
‘Trump, or started an international education company that teaches 


entrepreneurship and investing throughout the world. 


Finding Your Path 

This CASHFLOW Quadrant book is important because it is about 
finding your path in life. As you know, most people are programmed 
early in life to “Go to school and get a job.” School is about finding a 
job in the E or S quadrant. It is not about finding your life’s path. 

I realize there are people who know exactly what they are going to 
do early in life. They grow up knowing they are going to be a doctor, 
lawyer, musician, golfer or actor. We have all heard about child 
prodigies, kids with exceptional talents. Yet you may notice, these are 


professions, not necessarily a life’s path. 
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So How Does One Find Their Path in Life? 

My answer is: I wish I knew. If I could wave my magic wand and 
your life’s path would magically appear, I would. 

Since I do not have a magic wand nor can I tell you what to do, 
the best thing I can do is tell you what I did. And what I did was trust 
my intuition, my heart, and my guts. For example, in 1973, returning 
from the war, when my poor dad suggested I go back to school, get my 
higher degrees, and work for the government, my brain went numb, 
my heart went heavy and my gut said, “No way.” 

When he suggested I get my old job back with Standard Oil or fly 
for the airlines, again my mind, heart, and gut said no. I knew I was 
through sailing and flying, although they were great professions and 
the pay was pretty good. 

In 1973 at the age of 26, I was growing up. I had followed my 
parents advice and gone to school, received my college degree, and had 
two professions: a license to be a ship’s officer and a license to fly. The 
problem was, they were professions and the dreams of a child. 

At the age of 26, I was old enough to know that education is a process. 
For example, when I wanted to be a ship’s officer, I went to a school that 
turned out ships’ officers. And when I wanted to learn to fly, I went to 
Navy flight school, a two-year process that turns non-pilots into pilots. 

I was cautious about my next educational process. I wanted to know what 
I was going to become before I started my next educational process. 

Traditional schools had been good to me. I had achieved my 
childhood professions. Reaching adulthood was confusing because 
there were no signs saying, “This is the way.” I knew what I didnt want 
to do, but I did not know what I wanted to do. 

It would have been simple if all I wanted was a new profession. 

If I had wanted to be a medical doctor, I would have gone to medical 
school. If I had wanted to be a lawyer, I would have gone to law 
school. But I knew there was more to life than just going to school to 
gain another professional credential. 

I did not realize it at the time, but at 26 years of age, I was now 


looking for my path in life, not my next profession. 
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A Different Education 

In 1973, in my last year of active duty flying for the Marine 
Corps when I was stationed near home in Hawaii, I knew I wanted 
to follow in my rich dad’s footsteps. While in the Marines, I signed 
up for real estate courses and business courses on the weekends, 
preparing to become an entrepreneur in the B and I quadrants. 

At the same time, upon a friend’s recommendation of a friend, 
I signed up for a personal-development course, hoping to find out 
who I really was. A personal-development course is non-traditional 
education because I was not taking it for credits or grades. I did not 
know what I was going to learn, as I did when I signed up for real 
estate courses. All I knew was that it was time to take courses to find 
out about me. 

In my first weekend course, the instructor drew this simple 


diagram on the flip chart: 


PHYSICAL 


MENTAL 


EMOTIONAL 
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With the diagram complete, the instructor turned and said, 

“To develop into a whole human being, we need mental, physical, 
emotional, and spiritual education.” 

Listening to her explanation, it was clear to me that traditional schools 
were primarily about developing students mentally. That is why so many 
students who do well in school, do not do well in real life, especially in the 
world of money. 

As the course progressed over the weekend, I discovered why I disliked 
school. I realized that I loved learning, but hated school. 

Traditional education was a great environment for the “A” 
students, but it was not the environment for me. Traditional education 
was crushing my spirit, trying to motivate me with the emotion of 
fear: the fear of making mistakes, the fear of failing, and the fear of not 
getting a job. They were programming me to be an employee in the E 
or S quadrant. I realized that traditional education is not the place for 
a person who wants to be an entrepreneur in the B and I quadrants. 

This may be why so many entrepreneurs never finish school— 
entrepreneurs like Thomas Edison, founder of General Electric; Henry 
Ford, founder of Ford Motor Company; Steve Jobs, founder of Apple; 
Bill Gates, founder of Microsoft; Walt Disney, founder of Disneyland; 
and Mark Zuckerberg, founder of Facebook. 

As the day went on and the instructor went deeper and deeper into 
these four types of personal development, I realized I had spent most 
of my life in very harsh educational environments. After four years at 
an all-male military academy and five years as a Marine pilot, I was 
pretty strong mentally and physically. As a Marine pilot, I was strong 
emotionally and spiritually, but all on the macho-male development 
side. I had no gentle side, no female energy. After all, I was trained to 
be Marine Corps officer, emotionally calm under pressure, prepared to 
kill, and spiritually prepared to die for my country. 

If you ever saw the movie Top Gun starring Tom Cruise, you get 
a glimpse into the masculine world and bravado of military pilots. I 
loved that world. I was good in that world. It was a modern-day world 


of knights and warriors. It was not a world for wimps. 
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In the seminar, I went into my emotions and briefly touched my 
spirit. I cried a lot because I had a lot to cry about. I had done and 
seen things no one should ever be asked to do. During the seminar, 

I hugged a man, something I had never done before, not even with 
my father. 

On Sunday night, it was difficult leaving this self-development 
workshop. ‘The seminar had been a gentle, loving, honest environment. 
Monday morning was a shock to once again be surrounded by young 
egotistical pilots, dedicated to flying, killing and dying for country. 

After that weekend seminar, I knew it was time to change. I knew 
developing myself emotionally and spiritually to become a kinder, 
gentler, and more compassionate person would be the hardest thing 
I could do. It went against all my years at the military academy and 
flight school. 

I never returned to traditional education again. I had no desire 
to study for grades, degrees, promotions, or credentials again. From 
then on, if I did attend a course or school, I went to learn, to become 
a better person. I was no longer in the paper chase of grades, degrees, 
and credentials. 

Growing up in a family of teachers, your grades, the high school 
and college you graduated from, and your advanced degrees were 
everything. Like the medals and ribbons on a Marine pilot’s chest, 
advanced degrees and brand-name schools were the status and the 
stripes that educators wore on their sleeves. In their minds, people 
who did not finish high school were the unwashed, the lost souls of 
life. Those with master’s degrees looked down on those with only 
bachelor degrees. Those with a PhD were held in reverence. At the 


age of 26, I knew I would never return to that world. 


Editor’ Note: In 2009, Robert received an honorary PhD in 
entrepreneurship from prestigious San Ignacio de Loyola in 
Lima, Peru. ‘The few other recipients of this award are political 


leaders, such as the former President of Spain. 
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Finding My Path 

I know some of you are now asking: Why is he spending so much 
time talking about non-traditional education courses? 

‘The reason is, that first personal-development seminar rekindled 
my love of learning, but not the type of learning that is taught in 
school. Once that seminar was over, I became a seminar junkie, going 
from seminar to seminar, finding out more about the connection 
between my body, my mind, my emotions, and my spirit. 

The more I studied, the more curious about traditional education 


I became. I began to ask questions such as: 
e Why do so many kids hate school? 
e Why do so few kids like school? 


e Why are many highly educated people not successful 
in the real world? 


e Does school prepare you for the real world? 
e Why did I hate school but love learning? 
e Why are most schoolteachers poor? 


e Why do schools teach us little about money? 


Those questions led me to become a student of education outside 
the hallowed walls of the school system. The more I studied, the more 
I understood why I did not like school and why schools failed to serve 
most of its students, even the “A” students. 

My curiosity touched my spirit, and I became an entrepreneur 
in education. If not for this curiosity, I might never have become an 
author and a developer of financial-education games. My spiritual 
education led me to my path in life. 

It seems that our paths in life are not found in our minds. Our 
path in life is to find out what is in our hearts. 

This does not mean a person cannot find their path in traditional 
education. I am sure many do. I am just saying that I doubt I would 


have found my path in traditional school. 
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Why Is a Path Important? 

We all know people who make a lot of money, but hate their 
work. We also know people who do not make a lot of money and 
hate their work. And we all know people who just work for money. 

A classmate of mine from the Merchant Marine Academy also 
realized he did not want to spend his life at sea. Rather than sail for 
the rest of his life, he went to law school after graduation, spending 
three more years becoming a lawyer and entering private practice in 
the S quadrant. 

He died in his early fifties. He had become a very successful, 
unhappy lawyer. Like me, he had two professions by the time he was 
26. Although he hated being a lawyer, he continued being a lawyer 
because he had a family, kids, a mortgage, and bills to pay. 

A year before he died, I met him at a class reunion in New York. 
He was a bitter man. “All I do is sweep up behind rich guys like you. 
‘They pay me nothing. I hate what I do and who I work for.” 

“Why don’t you do something else?” I asked. 

“I can’t afford to stop working. My first child is entering college.” 

He died of a heart attack before she graduated. 

He made a lot of money via his professional training, but he was 
emotionally angry, spiritually dead, and soon his body followed. 

I realize this is an extreme example. Most people do not hate what 
they do as much as my friend did. Yet it illustrates the problem when 
a person is trapped in a profession and unable to find their path. 

To me, this is the shortcoming of traditional education. Millions 
of people leave school, only to be trapped in jobs they do not like. 
They know something is missing in life. Many people are also trapped 
financially, earning just enough to survive, wanting to earn more but 
not knowing what to do. 

Without awareness of the other quadrants, many people go back 
to school and look for new professions or pay raises in the E or S 


quadrant, unaware of the world of the B and I quadrants. 
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My Reason for Becoming a Teacher 

My primary reason for becoming a teacher in the B quadrant was a 
desire to provide financial education. I wanted to make this education 
available to anyone who wanted to learn, regardless of how much money 
they had or what their grade-point averages were. That is why The Rich 
Dad Company started with the CASHFLOW game. This game can teach 
in places I could never go. The beauty of the game is that it was designed 
to have people teach people. There is no need for an expensive teacher 
or classroom. The CASHFLOW game is now translated into over sixteen 
languages, reaching millions of people all over the world. 

Today, The Rich Dad Company offers financial-education courses as 
well as the services of coaches and mentors to support a person’s financial 
education. Our programs are especially important for anyone wanting to 
evolve out of the E and S quadrants into the B and I quadrants. 

‘There is no guarantee that everyone will make it to the B and I 
quadrants, yet they will know how to access those quadrants if they want to. 


Change Is Not Easy 

For me, changing quadrants was not easy. It was hard work 
mentally, but more so emotionally and spiritually. Growing up in a 
family of highly educated employees in the E quadrant, I carried their 
values of education, job security, benefits, and a government pension. 
In many ways, my family values made my transition difficult. I had to 
shut out their warnings, concerns, and criticisms about becoming an 


entrepreneur and investor. Some of their values I had to discount were: 
e “But you have to have a job.” 
e “You're taking too many risks.” 
e “What if you fail?” 
e “Just go back to school and get your masters degree.” 
e “Become a doctor. They make a lot of money.” 


e “The rich are greedy.” 
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e “Why is money so important to you?” 
e “Money won't make you happy.” 
e “Just live below your means.” 


e “Play it safe. Don't go for your dreams.” 


Diet and Exercise 

I mention emotional and spiritual development because that is 
what it takes to make a permanent change in life. For example, it 
rarely works to tell an overweight person, “Just eat less and exercise 
more.” Diet and exercise may make sense mentally, but most people 
who are overweight do not eat because they are hungry. They eat to 
feed an emptiness in their emotions and their soul. When a person 
goes on a diet-and-exercise program, they are only working on their 
mind and their body. Without emotional development and spiritual 
strength, the overweight person may go on a diet for six months 
and lose a ton of weight, only to put even more weight back on later. 

The same is true for changing quadrants. Saying to yourself, 
“Tm going to become an entrepreneur in the B quadrant,” is as futile 
as a chain smoker saying, “Tomorrow I’m going to quit smoking.” 
Smoking is a physical addiction caused by emotional and spiritual 
challenges. Without emotional and spiritual support, the smoker 
will always be a smoker. The same is true for an alcoholic, a sex 
addict, or a chronic shopper. Most addictions are attempts to find 
happiness in people’s souls. 

This is why my company offers courses for the mind and body, 
but also coaches and mentors to support the emotional and spiritual 
transitions. 

A few people are able to make the journey alone, but I was not 
one of them. If not for a coach like my rich dad and the support 
of my wife Kim, I would not have made it. There were so many 
times I wanted to quit and give up. If not for Kim and my rich dad, 
I would have quit. 
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Why “A” Students Fail 


Looking at the diagram again, it is easy to see why so many “A” 


students fail in the world of money. 


EMOTION 


A person may be highly educated mentally, but if they are not 
educated emotionally, their fear will often stop their body from doing 
what it must do. That is why so many “A” students get stuck in “analysis 
paralysis,” studying every little detail, but failing to do anything. 

This “analysis paralysis” is caused by our educational system 
punishing students for making mistakes. If you think about it, 

“A” students are “A” students simply because they made the fewest 

mistakes. The problem with that emotional psychosis is that, in the 
real world, people who take action are the ones who make the most 
mistakes and learn from them to win in the game of life. 

Just look at Presidents Clinton and Bush. Clinton could not admit 
he had sex and Bush could not recall any mistakes he made during his 
presidency. Making mistakes is human, but lying about your mistakes 


is criminal, a criminal act known as perjury. 
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When criticized for making 1,014 mistakes before creating the 
electric light bulb, Thomas Edison said, “I did not fail 1,014 times. 
I successfully found out what did not work 1,014 times.” 

In other words, the reason so many people fail to achieve success 
is because they fail to fail enough times. 


Looking at the diagram again, 


BODY 


MIND 


EMOTION 


one of the reasons so many people cling to job security is because they 
lack emotional education. They let fear stop them. 

One of the best things about military school and the Marine 
Corps is that these organizations spend a lot of time developing 
young men and women spiritually, emotionally, mentally, and 
physically. Although it was a tough education, it was a complete 
education, preparing us to do a nasty job. 

The reason I created the CASHFLOW game is because the game 
educates the whole person. The game is a better teaching tool than 
reading or lecture, simply because the game involves the body, mind, 
emotions, and spirit of the player. 

The game is designed for players to make as many mistakes as 
possible with play money, and then learn from those mistakes. To me, 
this is a more humane way to learn about money. 
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The Path Is the Goal 

Today, there are thousands of CASHFLOW clubs all over the world. 
One reason why CASHFLOW clubs are important is because they are 
a shelter from the storm, a way station on the path of life. By joining 
a CASHFLOW club, you get to meet people like you, people who are 
committed to making changes, not just talking about change. 

Unlike school, there is not a requirement of past academic success. 
All that is asked is a sincere desire to learn and make changes. In the 
game, you will make a lot of mistakes in different financial situations 
and will learn from your mistakes, using play money. 

CASHFLOW clubs are not for those who want to get rich quick. 
CASHFLOW clubs are there to support the long-term mental, emotional, 
spiritual, physical, and financial changes a person needs to go through. We 
all change and evolve at different rates of speed so you are encouraged to 
go at your own speed. 

After playing the game with others a few times, you will have a 
better idea of what your next step should be and which of the four asset 


classes (business, real estate, paper assets, or commodities) is best for you. 


In Conclusion 

Finding one’s path is not necessarily easy. Even today, I do not 
really know if I am on my path or not. As you know, we all get lost at 
times, and it is not always easy to find our way back. 

If you feel you are not in the right quadrant for you, or you are not 
on your life’s path, I encourage you to search your heart and find your 
path in life. You may know it is time to change if you are saying things 


like the following statements: 
e “Tm working with dead people.” 
e “Ilove what I do, but I wish I could make more money.” 
e “I can’t wait for the weekend.” 
e “I want to do my own thing.” 


e “Js it quitting time yet?” 
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My sister is a Buddhist nun. Her path is to support the Dalai 
Lama, a path that pays nothing. Yet, although she earns little, it does 
not mean she has to be a poor nun. She has her own rental property 
and investments in gold and silver. Her strength of spirit and her 
financially educated mind allow her to follow her life's path without 
taking a vow of poverty. 

In many ways, it was a good thing I was labeled stupid in school. 
Although emotionally painful, that pain allowed me to find my life’s 
path as a teacher. And like my sister, the nun, just because I am a 
teacher does not mean I have to be a poor teacher. 


Repeating what Thich Naht Hahn said: “The path is the goal.” 
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Introduction 


WHICH QUADRANT 
ARE YOU IN? 


The CASHFLOW Quadrant” 
is a way to categorize people 
based on where their money comes from. 


Are you financially free? If your life has come to a financial fork in 
the road, Rich Dads CASHFLOW Quadrant was written for you. If 
you want to take control of what you do today in order to change your 
financial destiny, this book will help you chart your course. 


This is the CASHFLOW Quadrant. The letters in each quadrant represent: 


E for employee 
S for small business or self-employed 
B for big business 


I for investor 


Introduction 


Each of us resides in at least one of the four sections (quadrants) 
of the CASHFLOW Quadrant. Where we are is determined by where 
our cash comes from. Many of us are employees who rely on paychecks, 
while others are self-employed. Employees and self-employed individuals 
reside on the left side of the CASHFLOW Quadrant. The right side 
is for individuals who receive their cash from businesses they own or 
investments they own. 

The CASHFLOW Quadrant is an easy way to categorize people 
based on where their money comes from. Each quadrant within the 
CASHFLOW Quadrant is unique, and the people within each one 
share common characteristics. The quadrants will show you where 
you are today and will help you chart a course for where you want to 
be in the future as you choose your own path to financial freedom. 
While financial freedom can be found in all four of the quadrants, the 
skills of a B or I will help you reach your financial goals more quickly. 
Successful E’s need to become successful I’s to ensure their financial 


security during retirement. 


What Do You Want to Be When You Grow Up? 

This book is, in many ways, Part II of my book, Rich Dad Poor Dad. 
For those of you who may not have read Rich Dad Poor Dad, it is about 
the different lessons my two dads taught me about money and life 
choices. One was my real dad, and the other was my best friend’s dad. 
One was highly educated and the other was a high school dropout. One 


was poor, and the other was rich. 
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Poor Dad’s Advice 

Growing up, my highly educated, but poor, dad always said, 
“Go to school, get good grades, and find a safe secure job.” He was 
recommending a life path that looked like this: 


SCHOOL 


Poor dad recommended that I become either a well-paid E, employee, 
or a well-paid S, self-employed professional, such as a medical doctor, 
lawyer, or accountant. My poor dad was very concerned about a steady 
paycheck, benefits, and job security. That’s why he was a well-paid 


government official, the head of education for the State of Hawaii. 
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Rich Dad’s Advice 
My uneducated, but rich, dad offered very different advice. 
He said, “Go to school, graduate, build businesses, and become a 


successful investor.” He was recommending a life path that looked 


like this: 


SCHOOL 


This book is about the mental, emotional, and educational 


process I went through in following my rich dad’s advice. 


Who Is This Book For? 


This book is written for people who are ready to change quadrants, 
especially for individuals who are currently in the E and S categories and 
are contemplating moving to the B or I category. This book is for people 
who are ready to move beyond job security and begin to achieve financial 
security. It’s not an easy life path, but the prize at the end of the road, 
financial freedom, is worth the journey. 

When I was 12 years old, rich dad told me a simple story that guided 
me to great wealth and financial freedom. It was his way of explaining the 
difference between the left side of the CASHFLOW Quadrant, the E and 


S quadrants, and the right side, or the B and I quadrants. The story goes 
like this: 
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“Once upon a time there was this quaint little village. It was a great 
place to live except for one problem. ‘The village had no water unless it 
rained. To solve this problem once and for all, the village elders asked 
contractors to submit bids to deliver water to the village on a daily basis. 
Two people volunteered to take on the task, and the elders awarded the 
contract to both of them. They felt that a little competition would keep 
prices low and ensure a backup supply of water. 

“The first person who won the contract, Ed, immediately ran out, 
bought two galvanized steel buckets and began running back and forth 
to the lake which was a mile away. He immediately began making 
money as he labored morning to dusk, hauling water from the lake with 
his two buckets. He would empty them into the large concrete holding 
tank the village had built. Each morning he had to get up before the rest 
of the village awoke to make sure there was enough water for the people. 
It was hard work, but he was very happy to be making money and for 
having one of the two exclusive contracts for this business. 

“The second winning contractor, Bill, disappeared for a while. 

He wasn’t seen for months, which made Ed very happy, since he had 
no competition. 

“Instead of buying two buckets to compete with Ed, Bill wrote a 
business plan, created a corporation, found four investors, employed 
a president to do the work, and returned six months later with a 
construction crew. Within a year, his team had built a large-volume 
stainless-steel pipeline which connected the village to the lake. 

“At the grand-opening celebration, Bill announced that his 
water was cleaner than Ed’s water. Bill knew that the villagers had 
complained about the water’s lack of cleanliness. Bill also announced 
that he could supply the village with water 24 hours a day, 7 days a 
week. Ed could only deliver water on weekdays because he didn’t want 
to work on weekends. Then Bill announced that he would charge 
75 percent less than Ed did for this higher-quality, more-reliable water. 
The villagers cheered and immediately ran for the faucet at the end 


of Bill’s pipeline. 
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“In order to compete, Ed immediately lowered his rates by 
75 percent, bought two more buckets, added covers to his buckets 
and began hauling four buckets each trip. In order to provide better 
service, he hired his two sons to give him a hand on the night shift 
and on weekends. When his boys went off to college, he said to them, 
‘Hurry back because someday this business will belong to you.’ 

“For some reason, his two sons never returned. Eventually, Ed had 
employees and union problems. The union demanded higher wages 
and better benefits and wanted its members to only haul one bucket 
at a time. 

“Meanwhile, Bill realized that if this village needed water, then 
other villages must need water too. He rewrote his business plan and 
went off to sell his high-speed, high-volume, low-cost, clean-water 
delivery system to villages throughout the world. He only makes a 
penny per bucket of water delivered, but he delivers billions of 
buckets of water every day. Whether he works or not, billions of 
people consume billions of buckets of water, and all that money pours 
into his bank account. Bill developed a pipeline to deliver money to 
himself, as well as water to the villages. 

“Bill lived happily ever after. Ed worked hard for the rest of his 
life and had financial problems forever after. The end.” 

That story about Bill and Ed has guided me for years. It has 
assisted me in my life’s decision-making process. I often ask myself: 

“Am I building a pipeline or hauling buckets?” 

“Am I working hard, or am I working smart?” 

And the answers to those questions have made me financially free. 

‘That is what this book is about. It’s about what it takes to become 
a B and an I. It’s for people who are tired of hauling buckets and are 
ready to build pipelines for cash to flow into their pockets. 


CASHFLOW Quadrant 


This Book Is Divided into Three Parts 


Part One ‘The first part of this book focuses on the core differences 
between people in the four quadrants. It shows why certain people 
gravitate to certain quadrants and often get stuck there without 
realizing it. It will help you identify where you are today in the 
quadrant and where you want to be in five years. 


Part Two ‘The second part of this book is about personal change. It’s 
more about who you have to be, instead of what you have to do. 


Part Three The third part of this book explains how to find success on 
the right side of the CASHFLOW Quadrant. I will share more of 

my rich dad’s secrets on the skills required to be a successful B and I. 

It will help you choose your own path to financial freedom. 


Throughout Rich Dads CASHFLOW Quadrant, I continue to 
stress the importance of financial intelligence. If you want to operate 
on the right side, the B- and I-quadrant side, you must be smarter 
than if you choose to stay on the left side, the E- and S-quadrant side. To 
be a B or I, you must be able to control the direction of your cash flow. 

This book is written for people who are ready to make changes in 
their lives to move beyond job security and begin to build their own 
pipelines to achieve financial freedom. 

We are in the Information Age which offers more opportunities 
for financial reward than ever before. Individuals with the skills of 
the B’s and Ts will be able to identify and seize those opportunities. 
To be successful in the Information Age, a person needs information 
from all four quadrants. Unfortunately, our schools are still in the 
Industrial Age and still prepare students for only the left side of the 
CASHFLOW Quadrant. 

If you're looking for new answers to move forward in the Information 
Age, this book is for you. It doesn’t have all the answers, but it will share 
the deep personal and guiding insights I gained as I traveled from the 
E and S side to the B and I side. 


Name 


Name 


Name 


Name 


Name 


Name 


My Environment... 


The six adults I spend the most time with are: 


Quadrant__ 
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